tremendous financial burden on the city as well as underutilization of some. Mr. Lynaugh contended that if the program was successful and extended, the hospitals would no longer be underutilized.
He said the plan would offer the union members and their families access to a specified but broad range of prepaid ambulatory, inpatient and home health services delivered at or from Bellevue by the N.Y.U. faculty. Each member and his family will have an assigned physician with a supporting health team. There will be no fee for doctor visits at home, in an office or a hospital or for surgery, lab tests and X-rays. All have been prepaid. The ... plan will finance the program by turning over to the corporation each month all medical and medical rider premiums received from the city. The individual union employee does not, contribute to the health and security plan. Under its contract with the union, the city makes the contribution....
A spokesman for District Council 37, which has a membership of 115,000 and is the largest municipal union in the city, said that four years ago a survey was taken of its members concerning existing healthcare systems. He said there was dissatisfaction with the services provided by Blue Cross-Blue Shield and the Health Insurance Plan of Greater New York. The members wanted a better quality of care than they were getting and wanted a &dquo;better handle on out-of-pocket ex-penses&dquo; for health care, the spokesman said. The union then asked the city corporation to develop a better health-insurance plan that would still be paid for by the city under contractual agreement with the union.
HMO Enrollment
&dquo;National HMO Enrollment Up 13.9 Percent,&dquo; Group Health News 19:1 December 1978 National HlB10 enrollment has increased 13.9 percent in a little over a year, according to a recently released 1978 survey by InterStudy.
The survey also reports a 21 percent increase in the number of operational prepaid health plans.
The survey identified' 199 operational HMOs as of August 1978, up 34 from the 165 plans reported in the 1977 GHAA census. Although InterStudy includes eight plans excluded from the 1977 GHAA census due to a broader interpretation of what constitutes an HMO, an official close to an HEW 1978 HMO census currently in progress says that the InterStudy survey results are fairly close to current HEW estimates. InterStudy defines an HMO as an &dquo;organization which offers compre-hensive health benefits at a predetermined price to a voluntary enrolled population which receives its care through a specified set of providers.&dquo;
InterStudy found that since mid-1977, 8 plans have been discontinued and 34 have become operational. Total enrollment in all plans is now T,354,121 or an increase of 1,023,445 since June 1977.
The survey reports that there are now 50 plans with over 20,000 members. Over 26 percent of these have increased their membership by over 10 percent in the past year. Membership in the six Kaiser plans accounts for 47 percent of the national total, but the Kaiser increase of 370,513 members last year represents only 36 percent of the total increase in new HMO members nationally last year.
Group model HMOs now account for 90.5 percent of national enrollment (93 percent in 1977), and IPAs enroll 9.5 percent of the total (7 percent in 1977). IPAs represent 29 percent of the total number of plans.
The largest number of HMOs are new plans with under 5,000 members, representing 35.3 percent of the national total. However, an almost equal number of plans, 32.3 percent, have between 5,000 and 15,000 members, indicating that two-thirds of the total number of plans are currently in critical growth stages. Almost 86 percent of all plans have been operational for only 9 years or less....
Based on these findings, InterStudy made the following observations : (1) Group practice HMOs three to nine years old with enrollments of at least 25,000 are now growing at a yearly rate of 15 percent or more. (2) IPAs with more than 2 5,000 members or older than 10 years have stopped growing. (3) Plans older than ten years with less than 50,000 members have low or negative growth rates. The costs of establishing a single national premium for a network of HMOs would be enormous, according to a recently completed feasibility study. The study, completed by the Group Health Foundation under an HEW contract, found that only limited marketing and administrative assistance is currently feasible for the HMO industry to support on a national scale. HEW commissioned the study last year to determine whether the recent increase in numbers of HMOs created administrative problems for large, multisite employers. HEW officials had speculated that despite mandated dual choice for qualified HMOs, administrative obstacles could impede HMO penetration of large employers. An HMO network to provide centralized marketing and administrative services for major employers was posed by HEW as a possible solution.
The ... researchers found that although major employers are concerned about having to deal with a large number of HlB10s, creation of a uniform national rate would require a substantial premium subsidy for HMOs in high cost areas by HMOs in low cost areas. This would seriously erode the competitive advantage of the lower cost area HMOs and could have the potential for antitrust actions by the Justice Department, according to the report....
Increased numbers of HMOs offered by the Federal Employees Health Benefits Program (FEHBP) by the early 1970s led both IPAs and Blue Cross/Blue Shield plans to propose FEHBP networks. The Civil Service Commission after considerable delay agreed to accept on a trial basis both networks for federal employees during 1978... However, the HEW-sponsored study is the first of its kind to systematically contact both HMOs and major employers to assess the feasibility of constructing a nationwide private-sector HMO network.
The ... researchers analyzed the premiums of the 31 prepaid group practice plans that participated in the FEHBP in 1976 to construct a hypothetical national rate for an HMO network. They found that during that year alone close to $9,000,000 would have had to be transferred from low cost plans to higher cost plans... The marketing impact on the lower cost plans would have been enormous, requiring as high as a 99.5 percent increase in a federal employee's contribution for one HMO in Washington State. Conversely, an HMO in Michigan would have been able to reduce its premiums by 42 percent under such a rate. However, the researchers found that premium subsidies would have in effect &dquo;created incentives for increased costs&dquo; for HMOs in both low and high cost areas. The result would' be that &dquo;cost controls in such plans would no longer have a direct impact on their competitive position in their own community.&dquo; A legal analysis in the report points to some antitrust implications of such an HMO network as well. According to the analysis, a network might be attacked by the federal government or a private sector group for price fixing, monopolizing markets, or exclusion of some HMOs (not qualified to participate).
The report recommends the formation of a &dquo;Central Market Liaison Staff&dquo; that would perform some national HMO marketing functions. Supported by the HMO industry, the staff would assist HMOs in planning marketing strategies. The staff would also provide major employers with information on individual HMOs and coordinate some contacts between key employers and HMOs. The staff would not provide any contractual or administrative services. However, the report recommends the expansion of current ... reciprocity and transfer agreements.
As part of the study, the researchers contacted over 50 HMOs and over 100 major employers and labor unions to assess areas for improvement in current HMO-employer relationships. They found that:
Employers want from HMOs: (1) Lower total health benefits cost as a result of offering the HMO. (2) A minimum number of changes in administrative procedures and reports when offering the HMO. (3) A benefit package the same, comparable or superior to the alternative package. (4) Assurance that the HMO is well managed, financially sound and provides accessible services of appropriate quality. ( 5 ) A reasonable process for resolving problems which arise during the relationship. (6) Standard formats for contracts and forms. (7) Information on HMO utilization by its employees.
HMOs want from employers: (1) An objective presentation of the choices, during an annual open enrollment period and reasonable access to employees at employment sites during such periods. (This is required by federal law for qualified HMOs.) (2) An employer contribution to the HMO which is at least equal to its contribution to the alternative program. (3) Provision for payroll withholding if employee contributions are necessary. (Again, this is now required for federally qualified HMOs.) (4) An adequate presentation of the HMO option to new and transferring employees with on-site access to employees. ( 5 ) Provision of information on eligibility changes in a timely manner. (6) Use of a standard format for contracts and' forms. (7) Prompt reporting of eligibility data in usable form. (8) Acceptance of an HMO's standard benefit package and integration of any optional benefits into the total fringe benefit package. (9) Nondiscrimination against employees who join the HMO in terms of other employee benefits. (10) The elimination of waiting periods and other restrictions in the alternative program so employees are not concerned about loss of coverage if they are transferred out of the HMO's service area. (11) Clear direction from national headquarters to local offices to cooperate fully with the HNIO and training programs in how to do so. (12) Prepayment of the employer's contribution in order to minimize the HMO's working capital requirements.
